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Executive Summary - Key findings for policy makers  
 
This study examined the costs of environmental policy for some of the manufacturing 
sectors most affected by policy. The headline conclusions are that: 
 

- Environmental policy accounts for a relatively low percentage of costs for the 
different sectors. Statistical data indicates that annualised environmental costs in the 
four sectors studies are typically less than 2% of production value. On the other hand 
the perception from the respondents of the on-line survey is that environmental costs 
are much higher and that these costs are higher than their competitors;  

- Environmental policy seems to account for broadly similar level of costs for firms 
operating in the EU and in Australia and the United States;  

- There is no evidence that environmental policy has a material effect on the 
competitiveness of Europe’s manufacturing sectors or leads to relocation; 

- The costs of environmental policy since the 1990s vary between the studied sectors, 
but generally tend to fall, except for the refineries where the environmental costs 
show an increasing trend; 

- During this period there has been a marked improvement in environmental 
performance. One would expect a higher unit cost to reduce the more costly 
emissions, however innovation and the shift from end-of-pipe towards integrated 
investments could be viewed as important factors stabilising the unit costs of 
environmental protection;  

- There seem to be synergies between different policies meaning that the cumulative 
costs of environmental policy are less than the costs would be of the individual 
policies with no integrated measures by businesses; 

- It is more costly to do business in some countries than in others, but there does seem 
to be a move towards a level European playing field regarding environmental 
expenditure; 

- Environmental policy can also benefit companies, for example, by improving 
resource efficiency; and,  

- Environmental strategy has also helped improve performance. 
 

An integrated study on sectoral costs of environmental policy  
 
In recent years some people have perceived a growing tension between the “Lisbon 
Agenda” of increased competitiveness, economic growth and job creation, and the 
“Gothenburg Agenda” of sustainable development. It is often argued that the two need not 
be mutually exclusive, but can indeed be supportive. However, there is also a perception 
that environmental regulation places an excessive burden on European industries, thereby 
stifling growth and damaging their competitiveness in an increasingly global market place. 
 
The impact of environmental policy on companies has been studied extensively. These 
studies typically focus on the impact of one Directive, or at one particular aspect, for 
example the role of different policy instruments. The added value of this study on the 
'Sectoral costs of environmental policy' is that it aims to paint an 'integrated’ picture of the 
effect of environmental policy. 
 
In particular, it aims to answer a series of questions frequently asked about environmental 
policy. Are the costs significant for firms? Do the costs affect their international 
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competitiveness? Is the sum of individual environmental policies more or less than the its 
constituent parts meaning that it is the cumulative burden that needs to be assessed? How 
are the costs of environmental policy changing over time? Do costs differ between Member 
States, suggesting that the European playing field is not level? Do the costs of an individual 
environmental policy come down over time as firms innovate and seek ways to reduce 
costs? Are their benefits from environmental policy to firms? 
 

An integrated methodological framework  
 
To answer these questions, the study concentrates on a few industrial sectors that are 
polluting at relatively high levels and/or subject to competitiveness pressures that may make 
them more vulnerable than other sectors. These are the oil chain industry, electricity 
producers, the iron and steel industry (extended to base metals), and the textiles and leather 
sectors. 
 
This integrated picture includes a review of the publicly available information plus evidence 
from our own survey and case studies. More specifically, ‘primary’ data is information from 
individual companies or consultation with experts and stakeholders. ‘Secondary’ data is 
information from literature (articles, reports, communiqués) and publicly available 
databases with aggregated information on environmental expenditure (cf. Eurostat, OECD, 
National Statistical Offices) ‘Primary’ data was difficult to access from National Statistical 
Offices because of confidentiality issues, so data was collected using an online 
questionnaire. The statistical analysis of the on-line questionnaire was complemented by a 
review of publicly available data on environmental expenditures and a number of case 
studies based on direct interviews with stakeholders. The preliminary results of the project 
were also presented to an expert workshop- which included representatives of the sectors 
studied- to discuss some of the findings. 
 
For the survey carried out specifically for this study, we received 64 completed surveys, 
representing 170 plants, mostly larger ones, from the selected sectors in 14 Member States. 
Due to the low response rate we grouped the data received into four regions: Central Europe 
(Austria, Belgium, France, Germany, Netherlands and the UK), Northern Europe (Sweden 
and Denmark), Southern Europe (Italy and Portugal) and the New Member States (Czech 
Republic, Hungary, Poland and Slovenia) (Figure 1). Central Europe forms the largest group 
containing 52 % of the respondents. Northern Europe, Southern Europe and the New 
Member States represent respectively 14%, 20 % and 14 % of the respondents. The iron and 
steel industry, extended to the entire base metals sector to increase the sample, represented 
the largest part of the sample with 39 % of the responses, closely followed by the textile and 
leather industry with 33 %.  
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Figure 1: Distribution of the respondents over geographical groups and sectors 

 
Clearly, considering the somewhat small size of the sample, the extent to which the results 
can be generalised is limited. For this reason, the study tries to answer each of the questions 
addressed by looking at all of the evidence together – survey results, stakeholder feedback, 
data collected by National Statistical Offices, other surveys etc. Together, this mixture of 
primary and secondary data allows for a number of conclusions to be made.   
 
The analysis undertaken here could be replicated with a larger sample and also for other 
sectors. Ideally, information would be gathered as a part of established business surveys 
done by National Statistical Offices so as to increase the response rate and, ultimately, the 
size of the sample. Including every three years a limited number of additional close ended 
questions (similar to the ones used in this study) to gather qualitative information could 
substantially improve the findings on the drivers and the stories behind the figures, without 
imposing too much burden on responding companies. Another possibility would be to attach 
qualitative questions to the process of gathering information through the European Pollutant 
Emission Register (EPER) and the European Pollutant Release and Transfer Register (E-
PRTR). Although not statistically representative it would allow responses to be assessed in 
terms of the location of major industries and the environmental implications for the region 
in question. 
 

A conscious choice of sectors 
 
A major feature of this study is the focus on the four major manufacturing industries that 
can cause considerable environmental degradation and which have therefore been much 
affected by environmental policy. More specifically: 



                                                                                                                Executive summary 
 

Sectoral Costs of Environmental Policy  6 

 
- Oil chain industry or ‘Refineries’ and ‘Mining’ (NACE1 11 and NACE 23); 
- Electricity production or ‘Power’ (NACE 40); 
- Textiles and leather industry or ‘Textiles’ (NACE 17 and NACE 19); and  
-  Iron and steel industry, and other metals ‘Metals’ (NACE 27)2. 

 
There are a number of reasons why it is useful to make an in-depth analysis at the level of 
the sector (Jenkins, 2002). Firstly, the dynamics of competition takes place within a sector. 
The structure of the industry and the forces of competition are key factors determining the 
behaviour of companies within the sector. Secondly, production processes and technological 
developments are to a large extent sector specific. Thirdly, most studies on the impact of 
environmental regulation on competitiveness and technological change are carried out at the 
macro level (region/country) or at the micro (company) level.  
 
The choice of these sectors was conscious. Due to the nature of their activities these 
industries are pollution intensive in different environmental domains (air, water, energy, 
waste, etc) and as such are affected by numerous European and national regulatory 
initiatives. These sectors therefore show some comparable challenges regarding 
environmental regulation and the subsequent investments. 
 

Are environmental policy costs significant? 
 
The following paragraphs integrate the findings from the different analyses we carried out in 
this project. Clearly, we describe the general situation and trends, but there is some variation 
between sub-sectors and individual companies. 
 
Annualised environmental investments as a percentage of gross production value provide an 
indication of the importance of environmental investments to the four selected sectors. Data 
from Eurostat are used to provide a comparison between sectors annual environmental 
protection expenditures (EPE) in Figure 2. This graph shows the annual EPE in the sectors 
studied for the period 1995 – 2005. For the period 1995 – 2000 only investment EPE are 
presented as data on current expenditures is not available for that period at EU level after 
2000. Both total EPE (investments and current expenditures) and investment EPE are 
indicated.  
 
Sectoral environmental investments show several peaks, but are not higher than 1.5% of 
sectoral production values. Total EPE are higher in the sectors strongly related to energy 
policy (refineries, mining and power). 
 
The graph also shows that the level of total annual EPE (shown for the period 2001 – 2005) 
is highly influenced by the pattern of EPE investments. Current expenditures (the difference 
between total and investment EPE) are more or less stable.  
 

                                                
1 NACE stands for Nomenclature des Activités économiques dans la Communauté Européenne or General 
Name for Economic Activities in the European Union. NACE is a European industry standard classification 
system consisting of a 6 digit code. The list of all codes can be found at 
http://ec.europa.eu/comm/competition/mergers/cases/index/nace_all.html 
2 In the Terms of Reference the iron and steel production was selected as a sector, but both for the primary and 
the secondary data gathering it was necessary to extend the scope to NACE 27 Base Metals.  
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Expressed as a percentage of production values, no overall upward or downward trend for 
the EPE can be recognised in the period 1995 – 2005. Relatively high levels of total EPE are 
the result of incidental peaks in EPE investments.  
 
The same data can be used to compare EU averages with Australia and the United States of 
America in Figure 3.  
 

 

Figure 2: Trends in annualised environmental investments as a percentage of gross production value for 
different sectors within the European Union  

Source: based on Eurostat EPE statistics and EUklems 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 3: Annualised environmental investments as a percentage of gross production value for different 
sectors and environmental media for the European Union, Australia and United States of America 
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Source: based on Eurostat EPE statistics, Euklems (Average 2001-2005), EPA US (1999), and Australia 
Statistics (2001) 
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Oil chain sectors and electricity production: focus on expenditure related to air emissions, 

driven by LCP and IPPC, but also ETS  
 
For the oil refinery sector, most of the environmental expenditures are attributed to the 
control of air emissions, both in terms of investments, operating and annualised costs. The 
control of waste is the second most important environmental expenditure. The time series 
data available suggests increasing environmental expenditures for this sector. However, it 
should be mentioned, that this trend is only present until 2005, whereas higher oil prices 
after 2006 have led to (much) higher gross production values, thus probably decreasing the 
percentage of environmental protection expenditures.  
 
The narrative case study on the oil sector revealed a trend towards more end-of-pipe rather 
than process-integrated investments, by observing that the refining process itself cannot be 
fundamentally changed, which therefore limits the scope for process-integrated innovation. 
This could not be confirmed by the comparative analysis of the reported environmental 
investments by Member States, showing an increase of integrated investments. Overall, the 
time period considered is too short to come to a firm conclusion on a trend that might be 
extrapolated to the near future. 
 
An interesting observation is that for a sector with a long track record of more or less 
harmonised standards at the EU level there still appears to be large differences in costs 
between Member States according to data from National Statistical Offices. Unfortunately 
the qualitative nature of the online survey did not allow us to confirm this. It seems that on 
average, environmental protection expenditures in the EU are somewhat lower than in the 
US, but higher that in Australia (see Figure 3). But as the data for US and Australia are not 
recent, and most of the EU data are from 2001-2005, this conclusion is limited. 
 
The electricity producing sector is also largely affected by environmental expenditures 
related to the prevention and control of air emissions, both in terms of investment and 
operating costs. It seems that the trend of environmental investments in this sector is moving 
downwards (see Figure 2). An interesting observation is that, integrated investments in this 
sector are on average at a higher level than the refinery sector. From the narrative case study 
on this sector, this is explained by the observation that power suppliers answer the need to 
control emissions by choosing new types of power plants such as the Combined Cycle Gas 
Turbine. According to Figure 3 the US power industry has on average lower costs than the 
EU average. 
 
For the oil chain sectors and the electricity producers, we identified in our sector reports and 
case studies the LCP (Large Combustion Plants), and the IPPC Directives to be the key 
European regulatory drivers of the past years. Our survey, on the other hand, revealed that 
plants perceive that they are also highly affected by the ETS (Emission Trading Scheme) 
Directive.  
 
Textiles and leather: focus on the water compartment, with IPPC as key driver in the past 

years 
 
For the textiles and leather industry, pollution control (end-of-pipe) investment expenditure 
is mainly focused on wastewater followed by air. The investment for pollution prevention 
(integrated technology) is more evenly spread over the environmental domains with 
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wastewater being the most important. The investments are increasingly dominated by 
integrated investments. With regard to current expenditure the picture is somewhat different, 
with dominance of waste. Adding investments and operating costs into annualised costs, 
water is the dominant environmental domain, followed by waste. Overall, environmental 
costs are considered as relatively low compared to the other sectors (see Figure 2). There are 
no strong indications that environmental costs increased greatly during the last ten years, but 
the focus has shifted from waste and air towards water. According to our data for the textiles 
sector, environmental expenditures are on average lower in the US and higher in Australia, 
than in the EU. 
 
Looking at the regulatory drivers for this sector, the IPPC Directive is considered as the key 
driver of the recent years, more than for example the Water Framework Directive and the 
Waste Framework Directive. The impact of the Dangerous Substances Directive varies 
considerably among plants. An interesting observation is that sector operators already 
indicate the REACH Directive as very important with respect to environmental 
expenditures, although it has only recently come into force (June 2007).  
 

Iron and steel: an incomplete picture  
 
Neither secondary nor primary data allowed us to obtain a clear picture of environmental 
expenditures in the iron and steel sector. Only aggregated figures for the entire basic metals 
sector are available and so no specific conclusions can be drawn for the iron and steel 
sector. Considering the broader scope of the base metals sector (NACE 27), investment 
expenditures on the reduction of air emissions dominate. Regarding operating expenditures 
the picture is somewhat different as next to major protection expenditures in the domains of 
waste and air, a large amount of money is spent on wastewater protection measures. Both 
investments and overall annual costs show a relative stable evolution. According to our data 
for the base metals industry, average environmental expenditures are on average higher in 
the US and lower in Australia. 
 
Out of the selected regulations, the IPPC Directive proves to affect the respondents from the 
metals industry the most. 
 
As an example, Figure 4 presents environmental costs trends for different environmental 
issues in the Dutch steel sector. To assess the specific environmental costs for the base 
metal industry in the Netherlands the environmental costs of this sector have been linked to 
steel production.  
 
In the beginning of the 1990s, environmental costs were dominated by expenditures for air 
(about 75% of total), being a result from high investments for air protection before 1990. 
After 1990 little to no new environmental investments for air caused the annualised costs to 
gradually decrease from over € 25 per tonne steel in 1990 to slightly above € 15 per tonne 
steel in 1997. At the same time, expenditures in other domains became more important, by 
1997 covering about 50% of total environmental costs. In the period 1997 – 2000, again 
large investments have been made for environmental protection, due primarily to air and 
waste issues. This resulted in a new peak for environmental costs in 2000 (again about €25 
per tonne steel). After 2000, costs gradually decreased to about € 20 per tonne steel in 2005 
(no high investments in this period). 
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Figure 4: Environmental expenditures in the base metal industry in € per tonne steel produced, in the 
Netherlands, 1990 – 2005 (price level 2006) 

 
Environmental expenditures were a minor share of total expenditure in the 
past, but what brings the future?  

 
Clearly, all sectors show ‘considerable’ environmental expenditure in the past, both in terms 
of investments and operational expenditure. This resulted in an overall strong track record 
of environmental improvements in the past for many environmental domains.  
 
However, the results of our analyses confirm the general findings of the literature that 
environmental expenditures do not represent a large component of overall costs being in the 
order of 0.25 to 2 % of production value (Figures 2 and 3). An indication that other factors 
than environment will have a larger influence on value added, profits and competitiveness 
of the sectors studied, is the sometimes quite large differences between the value added as 
percentage of total gross production.  
 
Often these differences are much larger than the observed differences in specific 
environmental expenditures. However, the responses from the survey indicate that huge 
differences between firms exist and a surprisingly high number of respondents say that their 
environmental investments over the past five years were more than 10% of their total 
investments. An explanation to this can be that environmental costs are considered as 
expenses that cut profits, and therefore are typically overestimated by respondents.  
 
The online survey confirms the conclusion from the comparative analysis of the officially 
published expenditure data, that environmental concerns, as far as related to investment and 
operational and maintenance expenditures, have in the near past not affected significantly 
the competitiveness of the reviewed sectors.  To the contrary, the primary data reveal that 
increased environmental expenditures, and particularly those driven by the LCP and Water 
Framework Directive, increased a company’s strategic advantage relative to its competitors 
and allowed them to compete more effectively in the marketplace. This positive effect can 
be attributed to the improved use of resources as a result of the environmental expenditures. 
 
This does however, not guarantee that this will be the case in the future as industry can 
foresee more stringent controls on the horizon. In particular, operators expressed, for 
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example at our expert workshop of October 2007, their concerns about the upcoming 
challenges like the review of the NEC and IPPC Directives, the Post-Kyoto commitments, 
and the REACH Directive.  
 

We are moving towards a level European playing field…  
 
The expectation of these upcoming ambitious environmental challenges reinforces the 
aspiration for a ‘level European playing field’. European sectors and companies argue for 
this kind of business environment in which all companies in a given market must follow the 
same rules and are given an equal ability to compete.  
 
Although the major share of environmental policy initiatives is nowadays decided at the 
European level, and despite the existence of a number of international environmental 
agreements, the implementation of environmental policy is still carried out at the national 
level. As a consequence, differences exist in the type and rigour of environmental regulation 
between European countries and regions. But although EU legislation often has to be 
implemented in the same time framework in all Member States, no such indication of 
similar investment patterns appears from the analysis. 
 
Sometimes large differences in specific environmental expenditures appear between 
Member States. The analyses did not allow us to clearly explain these differences. As 
argued before, the variety of availability and the quality of the data is an important issue. 
Equally important is the confirmation resulting from our study that the decision making 
process for environmental investments is a complex interplay of many elements.  
 
On reflection our analyses revealed a few interesting issues: 
 

− Firstly, over the last five years, the regions where companies/plants are located had a 
considerable effect on the impact of regulations on unit production costs and benefits 
from environmental expenditure. Companies in Southern Europe are clearly behind 
the other regions in terms of environmental expenditures. This confirms that the way 
in which European Directives have been implemented and can have a clear effect on 
their impact.  

 
− Secondly, in new Member States larger specific environmental investments were 

needed during the past five years than in old Member States, as a result of the need 
to catch up with European legislative requirements in a relatively short period of 
time.  

 
− Thirdly the results from the survey, substantiated by the case studies, tend to suggest 

that within the European Union we are moving towards a more level playing field in 
terms of pressures from environmental regulation. Differences on (perceived) 
environmental expenditure between the different groups of countries appeared to be 
small. One could argue that the concerns about a level European playing field tend to 
be more and more substituted by concerns about a level Global playing field.  
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… in an increasingly globalised  world  

 
From the on-line survey there are perceived differences in the ambition level of 
environmental targets when comparing EU and non-EU competitors. The respondents 
clearly expressed their view that environmental costs have affected their production costs 
significantly more than their non-EU competitors. An illustrative example was found in the 
case study for the leather industry where competitive pressures are on the increase from 
South America countries with few environmental regulations.  
 
A problem with this comparison is that data on environmental expenditures between 
countries are not always comparable (sector (NACE) classification; availability of sufficient 
data etc..). Moreover, there are no reliable data available to compare with other 
countries/regions like China or India.  
 
Moreover, the analysis of our survey reveals that there is no evidence to suggest that 
relocation of production activities is a response to environmental regulations. [so there is 
some evidence? Or do you mean there is no evidence?]. This is in line with the conclusion 
that environmental expenditure is only a small share of total expenditure. It is quite an 
interesting result although it should be somewhat qualified. First of all, relocation could 
have caused the closure of the plant rather than the partial relocation of production 
activities. Clearly, the effect of plant closures cannot be observed in our sample. The 
timeframe should also be borne in mind, as the statement refers to relocation in the last five 
years. In other words, relocation occurring earlier than five years ago is not registered in the 
sample.  
 

Environmental investments result from a complex interplay of drivers. 

Regulation is a key element… 
 
According to the primary survey data, three environmental policies - LCP Directive, IPPC 
Directive and the Waste Framework Directive- had a significant influence on a company’s 
investment in environmental technologies. The LCP directive and Waste Framework are 
particularly important in inducing companies to invest in end-of-pipe technologies, while 
the IPPC Directive significantly increased investments in process integrated technologies. 
All three policies were important drivers of environmental investment expenditures relative 
to overall investment expenditures and to the company’s total operating costs. 
 
IPPC as key regulatory driver  

 
From the different data sources we learned that the IPPC Directive 96/61/EC is overall 
considered as the Directive that substantially affects the plants in all selected sectors and as 
such is a key regulatory driver for recent and current expenditure. This is not a surprise as 
the Directive had its deadline for implementation for existing installations on October 30, 
2007. The influence of the Directive is most probably also one of the explanations why 
investments have gradually shifted from end-of-pipe towards more process integrated 
approaches. This conclusion gives some counterweight to the worries the Commission 
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recently expressed about the effect of the implementation of the Directive so far3 and might 
be an element in the current discussion on the review of the Directive. 
 
Role of policy instruments  
 
Member States use different policy instruments to enforce the requirements of the European 
environmental regulation. In this study, we found that the impact of the instrument in place 
in terms of environmental investments and improvements is influenced more by the context 
in which it is implemented than by the nature of the instrument.  
 
However, the potential divergence in consequences of using different instruments might 
disturb the level playing field for companies operating in several Member States to some 
extent. Moreover, companies with facilities in several Member States need to become 
acquainted with the different instruments (e.g. a trading system, or a bubble permit system) 
in a particular country, which potentially leads to additional costs. For instruments 
introduced at a broader level, such as the European Emission Trading System, this potential 
disadvantage seems smaller, apart from the potential competitiveness effects regarding non-
EU competitors.  
 
Finally, by the choice of the instrument and its implementation authorities typically cover 
the requirements of several pieces of legislation at once, or anticipate upcoming challenges. 
Typical examples are the permit reviews in the light of implementation of the IPPC Review, 
taking into account the requirements of the NEC (National Emissions Ceilings) Directive 
and/or the LCP (Large Combustion Plants) Directive. This fosters the call for an integrated 
Directive on industrial emissions – see below.  
 

… but environmental strategy, an environmental management system and the 
size of plants are also important  

 
Over the last five years, environmental strategy has also had considerable impact on a 
company’s activities. It has been an influence on the impacts of environmental regulations, 
especially when evaluating the technological responses, the investment expenditures and the 
emissions abatement of the facilities. Strategy has a somewhat smaller influence in the case 
of resource efficiency, unit production costs and the administrative burden, although it 
influences, alongside the presence of Environmental Management Systems, the competitive 
advantage resulting from environmental expenditure. It should be noted that strategy has 
always had a positive effect on the impact of regulations, i.e. increasing environmental 
expenditures, increasing emission abatements and increasing responses. Bearing this in 
mind, policies aimed at increasing the advantages from environmental strategy, e.g. labels 
for goods produced according to state-of-the-art Best Available Techniques, can contribute 
to increasing the impact of environmental regulations, and ultimately, deliver emission 
abatements or increased resource efficiency.  
 
The sizes of a facility and its parent company have been important determinants of a 
facility’s technological responses to environmental regulations, resource efficiency 
improvements and reductions in operating costs due to these resource efficiency 

                                                
3 For example at the IPPC Review Public Hearing in May 2007, see 
http://ec.europa.eu/environment/ippc/index.htm  
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improvements. Larger facilities are typically more inclined to invest in end-of-pipe 
technologies, to reformulate pre-existing products or to develop new products in response to 
environmental regulations, while they are less likely to reduce their energy and water 
consumption and hence their operating costs due these small resource efficiency 
improvements. The opposite holds for facilities with a larger parent company. Moreover, 
larger facilities and facilities with larger parent companies perceive that administrative costs 
and environmental taxes as well as unit production due to environmental policies are smaller 
compared to their competitors. 
 

Regulation drives the benefits 
 
The scope of this study did not allow us to balance the environmental expenditure and costs 
against the benefits for the companies and the society. However, the statistical analysis of 
the on-line survey revealed some interesting conclusions regarding the benefits of 
environmental regulations: 
 

− Firstly, the LCP and Water Framework Directives significantly induced a company 
to use its resources more efficiently as these policies reduced the energy and water 
consumption per unit produced. Therefore, it is not surprising that LCP and Water 
Framework Directive were also effective in reducing the operating cost of the 
company, and hence its comparative advantage, due to a reduced water and energy 
consumption.  

 
− Secondly, the improvements in resource efficiency and the resulting decrease in 

operating costs differ among sectors. Companies in the oil sector were for example 
relatively less efficient in reducing its water and energy consumption, while those in 
the textile and metal sector were relatively more efficient in reducing its energy 
consumption and the emission of water pollutants.  

 
− Thirdly, while ultimately a European level playing field is desirable, some regional 

differences remain important. Companies in northern Europe are for example more 
effective in reducing its energy consumption, while the opposite holds for companies 
in southern European. This might signal a more stringent implementation of the 
policies in Northern, Europe. However, other possible interpretations of this result, 
such as the societal importance of environmental friendly production activities, 
should not be neglected. Furthermore, companies whose activities are affected by the 
LCP, Water or Waste Framework Directives perceive that their administrative costs 
and unit production costs were considerably higher than those of their competitors 
within the EU-15 and the New Member States. This suggests that regional 
differences in the implementation of environmental policies might be present. 

 
Add on effects of legislation exist, but tell a mixed story 

 
In this study, we were not able to identify the separate effects of one Directive on the 
investment decisions and the expenditures of the companies. The statistical analysis also did 
not allow us to fully demonstrate add-on effects of implementation of different pieces of 
legislation. In general, the analysis learned that it is simply not possible to ‘extract’ one 
driving factor out of the complex interplay of regulation at different levels, implementing 
policy instruments, business cycles and strategic considerations of companies. The 
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regression models developed on the basis of the on-line survey retained in most cases 
several explanatory variables, indicating that expenditure and behaviour cannot be explained 
by a single driver or regulation.  
 
Risk of overestimating ex-ante impacts  

 
The case studies also provided some interesting insights. The evidence seems to be that the 
sum of individual environmental policies is less than its constituent parts meaning that 
synergies exist so that the cumulative burden is less than the sum of the individual policies. 
The drive for synergies generally is an important element in the negotiations between (local) 
authorities and companies, e.g. on a permit review. This is particular the case for different 
regulations affecting one environmental medium (for example, air emissions combining 
IPPC and NEC requirements in a single permit review).   
 
In this respect, one should be very careful in processes assessing the expected effects of 
(new) regulation, for example in impact assessments. Typically, one considers the stand-
alone consequences of a regulation, underestimating the synergetic effects. This could lead 
to the recommendation to give more weight in this kind of analyses to add-on effects. 
However, it will be far from straightforward to identify and quantify these effects, as they –
once again- largely depend on the complex interplay of implementation.  
 
Towards an integrating Framework (Directive) for industrial pollution?  
 
From an industry perspective, these add-on effects will be questioned, for a number of 
possible reasons. First, there are sometimes many environmental regulations that affect their 
operations, from different perspectives. Second, what appears as add-ons for competent 
authorities (e.g. IPPC combined with NEC) might be considered as threatening the level 
playing field for companies who are obliged, for example, to take measures beyond Best 
Available Techniques to contribute to achieve stringent national emission ceilings. The 
main point of critique from industry is that Directives with different approaches coexist and 
may lead to reduced market efficiency. Most notably, the IPPC Directive calls for Europe-
wide application of Best Available Techniques for environmental protection, while the 
European ETS for greenhouse gases, as a market-based instrument, promotes least cost 
abatement.  
 
In this respect, the Water Framework Directive can be considered as a comprehensive or 
holistic approach as it replaces several older Directives and it sets a framework for Member 
States to implement. Moreover, a long-running credible timetable with emission thresholds 
would lower the risk of investment and thus encourage R&D. This leads to the 
recommendation to further streamline the several Directives affecting industrial emissions 
(IPPC, LCP, …) into a single framework Directive. To ensure a level European playing 
field, guidance for national implementation is needed.  
 
 


